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E.O. 11652: N/A 
TAGS: BEXP, ENRG, EC 

SUBJECT: ECUADOR REPORTEDLY SIGNS AGREEMENT TO BARTER OIL TO 
BRAZIL 

1 . WIRE SERVICE REPORTS CARRIED IN LOCAL PRESS FEBRUARY 18 REPORT 
THAT: GOE MISSION HEADED BY SUBSECRETARY OF FOREIGN RELATIONS 
JOSE AYALA HAS SIGNED AN AGREEMENT TO SELL APPROXIMATELY 40,000 
BARRELS OF CRUDE OIL A DAY TO BRAZIL; THAT ECUADOR, IN RETURN, 

WILL PURCHASE THE EQUIVALENT AMOUNT IN BRAZILIAN GOODS AND SER- 
VICES; THAT PETROBRAS AND CEPE WILL LATER DISCUSS AN AGREEMENT 
TO DEVELOP THE NECESSARY INFRASTRUCTURE TO SHIP THE PETROLEUM 
DOWN THE PUTUMAYO RIVER; AND THAT CEPE AND PETROBRAS MAY INVESTI 
GATE THE POSSIBILITY OF A JOINT VENTURE FOR PETROLEUM EXPLORATION 
IN ECUADOR. 

2. COMMENT: ECUADOR IS EAGERLY SEEKING TO DIVERSIFY ITS MARKETS 
DUE TO THE IMPENDING SELF-SUFFICIENCY OF PERU AND COMPLETION OF 
THE ALASKAN PIPELINE, EVENTS WHICH WILL CUT OFF PRIME ECUADOREAN 
OIL MARKETS. HOWEVER, SINCE NONE OF THE NECESSARY INFRASTRUCTURE 
(PIPELINES, ROADS SUITABLE FOR LARGE-SCALE TRANSPORT) EXISTS TO 
MOVE CEPE PETROLEUM TO THE PUTUMAYO, EMBASSY ANTICIPATES THAT THIS 
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SALE (WORTH APPROXIMATELY $175 MILLION PER YEAR AT CURRENT OIL 
PRICES) MAY BE LONG DELAYED. WE ALSO SPECULATE THAT THE GOE HAS 
CHOSEN THE PUTUMAYO ROUTE RATHER THAN THE NAPO RIVER (WHICH CEPE 
HAD LONG BEEN CONSIDERING) MANILY IN ORDER TO AVOID CROSSING 
PERUVIAN TERRITORY. 
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